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Employer -sponsored 
plans 
cover half of Americans

$1.2 trillion
health care costs in 2018 

$480 billion
hospital costs in 2018 160 million 

people
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Prices paid by employers are rising 
rapidly
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Why should we care about health care 
spending?

Source: Arnold and Whaley, Who Pays for Health Care Costs? The Effects of Health Care Prices on Wages. RAND Corporation, 2020.
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Why should we care about health care 
spending?

Source: Arnold and Whaley, Who Pays for Health Care Costs? The Effects of Health Care Prices on Wages. RAND Corporation, 2020.
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What do we know already?
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ÅPrices paid by private health plans are higher and 
growing faster than Medicare

ÅIncreases in spending are driven by price growth, 
not utilization

ÅPrices vary widely from market to market, and 
from hospital to hospital within markets



What do we not yet know?
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ÅHow do prices compare across the country?

ÅAre hospital prices continuing to rise?

ÅWhich hospitals/systems are getting the highest 
prices?

ÅWhat are the prices that individual self -funded 
employers are paying, and are these prices in line 
with the value that employers are getting?



Self-funded employers have a fiduciary 
responsibility

11

ÅFiduciaries have a responsibility to òact solely in 
the interest of plan participants and their 
beneficiaries and with the exclusive purpose of 
providing benefits to them .ó (Department of 
Labor)

ÅHow can self -funded plans fulfill fiduciary 
obligations without knowing prices? 



Hospital prices in the time of COVID -19
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ÅCOVID -19 is placing enormous financial pressure on 
both hospitals and employers

ÅHospitals and health professionals are critical members 
of their communities

ÅHealth benefits are one of the largest expenses for 
employers

ÅNow more than ever, employers need transparent 
information about hospital prices



Why did RAND undertake this study?
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ÅWe do not know what the òrightó price is for hospital 
care

ÅSelf-funded employers cannot act as responsible 
fiduciaries for their employees without price 
information

ÅEmployers can use the information in this report ñ
together with knowledge of their own employee 
populations ñto decide if the prices they and their 
employees are paying align with value



RANDõs hospital study journey:
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ÅJust Indiana

Åemployers

Åfacility fees

Årelative prices

Phase 1

Å25 states

Åemployers, health 
plans, and 2 APCDs

Åinpatient/outpatient

Åfacility fees

Årelative and 
standardized prices

Phase 2

Å49 states (excluding 
Maryland)

Åemployers, health 
plans, and 6 APCDs

Åinpatient/outpatien
t

Åfacility and 
professional fees

Åservice -line prices

Phase 3.0
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Obtain claims 
data from:

Åself-funded 
employers

ÅAPCDs

Åhealth plans

Measure prices 
in two ways:

Årelative to a 
Medicare 
benchmark

Åprice per case -
mix weight

Create a public
hospital price 
report:

Åposted online, 
downloadable

Ånamed facilities 
& systems

Åinpatient prices 
& outpatient 
prices

Create private
hospital price 
reports for self -
funded 
employers
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Comparing prices can be 
challenging
ÅEvery hospital is different 

and performs different 

services

ÅThe Medicare system can 

help us standardize and 

make an òapples-to -applesó 

comparison

ÅSo letõs make an apple 

pieñbut with two recipes



Recipe #1: Percent of Medicare
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ÅWhat do employers pay relative to what Medicare 
would have paid at the exact same hospitals?

ÅEasy to interpret and compare across hospitals

ÅMedicare adjusts for cost of living and wage 
differences  



Recipe #2: Standardized prices
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ÅMedicare has figured out how much more to pay 
for different services

Åe.g., Medicare pays 34.65 times for a heart transplant (DRG 
103) than for chest pains (DRG 143)

Åwe can use these weights to make an apples -to -apples 
comparison across hospital services

Åaverage ówalk out the dooró amount

ÅDonõt have to worry about teaching, DSH, etc. 
payments 



Comparison to Medicare
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ÅWe leverage the Medicare payment system as a 
benchmark , not as a price endpoint

ÅMedicare prices and methods are empirically 
based and transparent

ÅBenchmarking to Medicare allows employers to 
compare prices between hospitals, relative to the 
largest purchaser in the world 



Data protections

21

ÅThis study was regulated by RANDõs Human Subjects 
Protection Committee

ÅWe conducted our data analysis in a secure computing 
environment ñsimilar to the environment used to analyze 
confidential Medicare data 

ÅRAND data analysts undergo HIPAA and human subjects 
training

ÅNDAs and DUAs were put in place to protect data 
confidentiality 
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Commercial prices relative to Medicare 
have increased steadily
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Commercial prices relative to Medicare vary 
widely across states
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Facility prices relative to Medicare, by state:
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Professional prices relative to Medicare, by 
state:
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And also within hospital systems

100%

200%

300%

400%

500%

600%

700%

R
e
la

ti
v
e

 p
ri

c
e

 f
o
r 

in
p

a
ti
e

n
t 

a
n

d
 o

u
tp

a
ti
e

n
t 

c
a

re

E
as

te
rn

 M
ain

e 
H
ea

lth
ca

re
 S

ys
te

m
s

B
ap

tis
t H

ea
lth

ca
re

 S
ys

te
m

S
te

w
ar

d 
H
ea

lth
 C

ar
e 

S
ys

te
m

Q
H
R

P
rim

e 
H
ea

lth
ca

re
 S

er
vi
ce

s

U
ni
ty

po
in

t H
ea

lth

Fai
rv

ie
w
 H

eal
th

 S
er

vi
ce

s

U
P
M

C

P
ea

ce
hea

lth

Trin
ity

 H
ea

lth

B
apt

is
t M

em
or

ia
l H

ea
lth

 C
are

 C
orp

Bann
er H

ea
lth

P
ar

tn
er

s 
H
ea

lth
ca

re
 S

ys
te

m

S
S
M

 H
ea

lth

P
ro

vi
de

nc
e S

ai
nt

 J
ose

ph
 H

ea
lth

Bal
la

d 
H
ea

lth

C
at

hol
ic
 H

ea
lth

 In
iti
at

iv
es

Fra
nc

is
ca

n 
H
eal

th

B
JC

 H
ea

lth
ca

re

M
er

cy
 H

eal
th

U
ni

ve
rs

al
 H

ea
lth

 S
er

vi
ce

s

Ten
et

 H
ea

lth
ca

re
 C

or
po

ra
tio

n

Li
fe

po
in
t H

eal
th

A
sc

en
si
on

 H
eal

th

A
dv

en
tis

t H
ea

lth

In
te

rm
ou

nt
ai

n 
H
ea

lth
ca

re

In
di
ana

 U
niv

er
si
ty

 H
ea

lth

A
dv

oc
ate

 A
ur

or
a 

H
ea

lth

The
 C

le
ve

la
nd

 C
lin

ic
 H

ea
lth

 S
ys

te

D
ig

ni
ty

 H
ea

lth

C
om

m
un

ity
 H

ea
lth

 S
ys

te
m

s

Bay
lo

r S
co

tt 
an

d 
W

hi
te

 H
ea

lth

Appa
la

ch
ia
n R

egi
on

al
 H

ea
lth

ca
re

Q
uo

ru
m

 H
ea

lth

O
SF H

ea
lth

ca
re

 S
ys

te
m

O
hi
ohe

al
th

Te
xa

s 
H
ea

lth
 R

es
ou

rc
es

R
W

JB
ar

na
ba

s 
H
ea

lth

S
utte

r H
ea

lth

H
C
A
 H

ea
lth

ca
re

29



Maine Labor and Delivery Prices
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